Department of Commerce

HOUSING DIVISION
P.0. Box 200545 * Helena, Montana 59620-0545 * hitp://housing.mt.gov
Phone: 406-841-2820 * Fax: 406-841-26821 * TDD: 406.841-2702

September 5, 2006

Guadalupe M. Herrera, Director

Office of Community Planning and Development
U.S. Dept of housing & Urban Development
Region VIII, Denver

1670 Broadway St.

Denver, CO 80202-4801

RE: State of Montana Annual Community Assessment for April 1, 2005 - March 31,
2006 (Plan Year 2005)

Dear Ms. Herrera:

We have reviewed the Annual Community Assessment for Plan Year 2005 for the state
of Montana and have the following comments.

A-133 SINGLE AUDIT FINDINGS

The HUD office had a concern about the most recent A-133 single audit on file with the
Audit Clearinghouse for the State of Montana. According to the Assessment, the
information through the Clearinghouse indicates that the audit resulted in findings for
the CDBG, HOME, and ESG programs in the areas of cash management, allowable
costs/cost principles, procurement/suspension/debarment, and the Davis-Bacon Act.
After researching the state’'s most recent A-133 audit and obtaining some additional
information about the findings from Renae Blair, we were able to identify the following
audit findings that are related to the three formula grants administered by the Montana
Departments of Commerce (HOME and CDBG) and Public Health & Human Services
(ESG). A summary of the findings, along with the applicable Corrective Action Plans is
attached (Attachment A).

» Finding 2-19: Procurement and suspension and debarment (ESG program):
The ESG program’s contract monitor annually checks the
debarment 'list for ESG contractors, the Human Resource
Development Councils (HRDC). A standardized debarment form
(available upon request) is placed in each master contract file to
document that the check was performed. This has been standard
procedure since 2003.

» Finding 2-31: Procurement and suspension and debarment (HOME program):
The HOME program now conducts debarment checks on cities,
towns, counties, public housing authorities, and community housing
development organizations awarded HOME funds prior to the
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Finding 2-32:

> Finding 2-46:

» Finding 2-52:

department entering into contracts with those entities. The results
of the debarment checks are documented in the project file.

Reporting (CDBG program): Finding 2-32 was determined by the
auditors during the summer of 2005. The finding was in regards to
amounts entered into the PER for periods ending March 31, 2004
and March 31, 2005. The CDBG programs did have discrepancies
related to dates recorded for withdrawals from the Integrated
Disbursement and Information System (IDIS), and when requests
for payments (draws) were processed by program staff. The dates
program staff processes draws are not always the same as the
dates the accounting department issues payments.

The PER also reflected total awards made within a program year.
Awards included the state’s annual allocation and any reallocated
funds from previous program years. This caused great confusion
for the auditors.

~ The CDBG program has made a Corrective Action Plan {CAP) that
_includes reconciliation of program expenditure records with the

state's accounting system (SABHRS). Implementation of the CAP
has already taken place and was used when the PER was
submitted June 2006.

Cash Management (CDBG program). This finding was directed at
the Montana Department of Administration (MDQOA), which handles
the overall accounting for the state of Montana, including the
Montana Department of Commerce. The MDOC has no direct
control over MDOA accounting practices.

According to the MDOA’s Corrective Action Plan: “The Department
of Administration will review its policies and procedure to ensure
proper documentation is maintained, the interest liability
calculations support the agreement and changes properly
communicated to the federal government.” (Paui Christofferson,
Admin. Fin. Serv. Div.; 2005 CMIA Agreement amended to reflect
changes 9/21/05; Written procedures will be revised during January
2006.) -

Allowable costs/cost principles (CDBG, ESG and HOME
programs). This finding was also directed at the Montana
Department of Administration, which handles the overall accounting
for the state of Montana, including the Montana Departments of
Commerce and Public Health & Human Services. The MDOC and
MDPHHS have no direct control over MDOA accounting practices.

According to the MDOA's Corrective Action Plan: "The Department
of Administration will review its policies and procedures to ensure
compliance with federal indirect cost requirements.” (Paul



September 5, 2006
Page 3

Christofferson, Admin. Fin. Serv. Div.; Procedures will be
completed by February 2006)

MDOC accounting staff routinely checks for allowable costs when bills are paid and
follows cash management procedures for MDOC programs.

» Finding 2-3: Davis-Bacon Act (Community Development Block Grants /
Brownfields Economic Development Initiative and Grants for School
Repair and Renovation); Responsible Entity: Department of
Administration’s Architecture and Engineering Division.

According ‘to our research, the finding related to the Davis-Bacon Act for
Community Development Block Grants / Brownfields Economic Development
Initiative is NOT applicable to any of the three formula grants, CDBG, ESG and
HOME, administered by the MDOC and/or MDPHHS. Neither the MDOC nor the
MDPHHS has been the recipient of a Brownfields Economic Development Initiative
(BEDI) grant.

The Montana Department of Administration’s (MDOA) Architecture and Engineering
Division does NOT have any involvement with or oversight of any of the three
formula grant programs received by the state of Montana; nor do the MDOC or
MDPHHS have any involvement with or oversight of the BED! grant funds
administered by the MDOA.

Therefore, we respectfully request that all references to audit findings related to the
Davis-Bacon Act be removed from the Annual Community Assessment. '

PROGRAM REVIEWS - CDBG REVIEW

The CAPER review stated, “Economic Development through the State creates or
retains jobs with a percentage of the jobs retained or available to low/mod income
persons. Montana's PERs do not give an aggregate benefit however the IDIS PR26
reports show a 100% benefit to low/mod persons.”

The PER has never shown a percentage of overall benefit to low- and moderate-
income persons (LMI) for each public facilities, housing, or economic development
projects. The CDBG Economic Development program has never recorded created
jobs, retained jobs, or number of jobs made available to LMI on the PER.

IDIS does not allow states to record actual number of jobs made available to LMI for
economic development projects. It was the recommendation from HUD to include
information on “made available to” in the narrative portion of accomplishments for
each project in 1DIS. If HUD requires this information to be reported on the PER,
the CDBG program can provide it.
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If | can be of any further assistance, please let me know.

Sincerely
Leslie J. Edgcomb
Consolidated Plan Coordinator

C: Renae Blair, HUD

Gus Byrom, Manager, CDBG Housing & Public Facilities Program, MDOC
Karyl Tobel, Manager, CDBG ED Program, MDOC '

Ethan Stapp, Manager, HOME Program, MDOC

Jim Nolan, Manager, ESG Program, MDPHHS

Tony Preite, Director, MDOC

Bruce Brensdal, Administrator, Housing Division, MDOC .

Dave Cole, Administrator, Community Development Division, MDOC

Andy Poole, Administrator, Business Resources Division, MDOC

Hank Hudson: Administrator, Human & Community Services Division, MDPHHS
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